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by law that the whole amount of currency notes at
any time in circulation shall be secured by a
reserve of gold and silver coin or bullion and
securities of the Government of India or of the
United Kingdom. The total amount of such secur-
ities is subject to a limit which has been raised
from time to time with the growth of the volume of
the Paper Currency Reserve. Recent legislation
in March 1911 has fixed the limit at Rs. 14 crores,
of which not more than Rs. 4 crores may be in
sterling securities. The metallic portion of the
reserve, or any part of this, may be held either in
London or India, or partly in both places, and also
in gold coin or bullion, or in rupees or silver
bullion (the last named being valued at cost price)
at the free discretion of the Government, subject
only to the exception that rupees may be kept only
in India and not in London. The authority to
hold a portion of the gold or silver bullion in
London was obtained under the Gold Note Acts
of 1898 and 1900. A statement of the circulation
and of the reserves is published weekly, and, as a
well-known Indian banker recently wrote, "it is
difficult to conceive a more perfect, more public,
and more automatic system, one which bears
constant evidence of redemption at call, and which
contracts and expands exactly according to the re-
quirements of the community, no more and no less."
ii. The importance of this reserve for the
present purpose is due to the fact that as the gold